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Deeper into the woods | Throughout November lumber prices experienced a
modest increase without showing significant upward momentum. Lumber futures had been
gradually rising since the start of the month, surpassing $500 per thousand board feet by the
end of November, marking a 10% increase over the past 30 days. However, the Producer
Price Index (PPI) for softwood lumber exhibited a -3.2% decrease in October month-on-
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Construction Inflation At a Glance
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The producer price index (PPI) for net inputs to
construction industries - not seasonally adjusted

(a broad index that measures producer inflation in
materials and services to construction excluding capital
investments, labor, and imports)
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month and a substantial 16.3% decline compared to the previous year on a non-seasonally

adjusted basis.

Mortgage rates offered a slight respite, with a 30 basis points drop in the past month,
bringing the 30-year fixed mortgage rate to 7.61%, as reported by the Mortgage Bankers
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Association. Despite this decline, current mortgage rates remain challenging for both

potential homebuyers.

In October, homebuilders commenced construction on more new housing units and obtained
more permits for future development; however, the increase in activity is still lagging
previous periods. The latest reading on New Residential Construction, including single-family
and multifamily homes, indicate a 1.9% increase in housing starts in October compared to the
previous month on a seasonally adjusted basis but showed a 4.2% decline year-on-year.
Permits, a key indicator of future construction activity, experienced a 1.1% month-on-month
increase in October but decreased by 4.4% compared to October 2022.

Homebuilder confidence fell for a fourth consecutive month in November, as indicated by the
National Association of Home Builders (NAHB)/Wells Fargo Housing Market Index (HMI),
dropping to 34 from the previous month's 40. A reading below 50 indicates that builders view
sales conditions as deteriorating. Despite these fluctuations, the ongoing scarcity of houses

on the market continues to support new construction.

Lumber Continuous Futures (CME: LBR0OO)

52 Week High: $627.00 (02.01.2023)
52 Week Low: $436.00 (03.03.2023)

Settlement Price: $546.50 (11.20.2023)

Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23

Out of the furnace | After rallying in
late October, US hot-rolled coil (HRC) futures
have maintained a robust position in
November, surpassing $875 per short ton (st).
Noteworthy is the remarkable 27% surge
observed in the 30 days leading up to
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During the initial week of November,
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